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discount under the premium reduction
plan.

(g) The approved insurance provider
shall not distribute any premium dis-
count payment:

(1) Until the dollar amount, and cor-
responding percentage of net book pre-
mium, for the premium discount have
been approved by RMA in writing (For
example, RMA may approve a dollar
amount of premium discount in a State
of $500,000, which corresponds to a per-
centage of premium discount of 3% of
the net book premium for the State);
and

(2) In an amount that is greater than
the dollar amount, and corresponding
percentage of net book premium, for
the premium discount approved by
RMA.

(h) If RMA approves a dollar amount,
and corresponding percentage of net
book premium, for the premium dis-
count in a State:

(1) All producers insured by the ap-
proved insurance provider in that State
for the corresponding reinsurance year
will automatically receive that per-
centage of net book premium of pre-
mium discount (For example, if an ap-
proved insurance provider is approved
to pay a percentage of premium dis-
count of 3% of the net book premium
for efficiencies attained during the 2006
reinsurance year in a State, all pro-
ducers insured with that approved in-
surance provider during the 2006 rein-
surance year in that State will receive
a premium discount that is 3% of the
net book premium for their eligible
crop insurance contract); and

(2) That same RMA approved pre-
mium discount percentage of net book
premium must be paid for all crops,
coverage levels except the CAT cov-
erage level, and plans of insurance
written by the approved insurance pro-
vider in that State.

(i) The approved insurance provider
must be in compliance with all require-
ments of the approved procedures to be
able to pay a premium discount.

[70 FR 41920, July 20, 2005]
§400.716 Contents of the request for

the opportunity to offer a premium
discount.

Each request for the opportunity to
offer a premium discount under the
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premium reduction plan must include
all of the following:

(a) The name of the approved insur-
ance provider; the person who may be
contacted for further information re-
garding the request for an opportunity
to offer a premium discount under the
premium reduction plan; and the per-
son who will be responsible for the ad-
ministration of the premium reduction
plan.

(b) A list of the States where the ap-
proved insurance provider wants the
opportunity to offer a premium dis-
count under the premium reduction
plan.

(c) A detailed marketing plan that
describes how the approved insurance
provider will promote the premium re-
duction plan to all producers, espe-
cially small producers, limited re-
source farmers as defined in section 1
of the Basic Provisions in 7 CFR 457.8,
women and minority producers. With
respect to the marketing plan, it must:

(1) Identify and utilize the appro-
priate media with the capacity to
reach all producers, especially small
producers, limited resource farmers as
defined in section 1 of the Basic Provi-
sions in 7 CFR 457.8, women and minor-
ity producers, in the State in which the
premium reduction plan will be offered,
such as advertising through farm jour-
nals, farm radio, community based or-
ganizations, etc.;

(2) Be in addition to any solicitation
or advertising done by agents of the ap-
proved insurance provider; and

(3) Contain a certification by the per-
son responsible for signing the SRA
that any cost saving measures will not
result in a reduction in service to any
producers, especially small producers,
limited resource farmers as defined in
section 1 of the Basic Provisions in 7
CFR 457.8, women and minority pro-
ducers in the State in which the pre-
mium reduction plan will be offered.

(d) A report of the total dollar
amount of premium discount and the
corresponding premium discount per-
centage by State paid for the previous
reinsurance year (Such report must be
provided to RMA not later than 15 days
after making the premium discount
payments); and



Federal Crop Insurance Corporation, USDA

(e) Such other information as deemed
necessary by RMA.

[70 FR 41921, July 20, 2005]

§400.717 New approved insurance pro-
viders.

There may be instances where a new
approved insurance provider is entering
the crop insurance program for the
first time and such approved insurance
provider is not affiliated with an MGA,
a TPA, another approved insurance
provider, or any other entity that pos-
sesses the infrastructure necessary to
deliver the crop insurance program,
that is currently or has previously par-
ticipated in the crop insurance pro-
gram.

(a) In such instances, the one time
start-up costs that are associated with
entering the crop insurance business
(e.g., creation of a claims system,
interface with RMA’s data acceptance
system, initial marketing costs, set up
charges) must be included in the Ex-
pense Exhibits required by the SRA, or
the applicable regulations or approved
procedures, but the costs may be amor-
tized in equal annual amounts for a pe-
riod of up to three years for the pur-
pose of determining the efficiency on
the documents described in §400.720, in
a manner determined by RMA.

(b) If the approved insurance provider
is affiliated with a MGA, a TPA, an-
other approved insurance provider that
previously participated in the crop in-
surance program but such MGA, TPA,
or other approved insurance provider
can demonstrate that it no longer has
the infrastructure to operate the pro-
gram, the FCIC Board of Directors, in
its sole discretion, can authorize the
amortization of start-up costs in ac-
cordance with paragraph (a) of this sec-
tion.

[70 FR 41921, July 20, 2005]

§400.718 RMA Review

If an insurance provider requests eli-
gibility for the opportunity to offer a
premium discount under the premium
reduction plan:

(a) For the 2006 reinsurance year,
RMA will notify the approved insur-
ance provider not later than 30 days
after the date the approved insurance
provider submits its request for eligi-
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bility for the opportunity to offer a
premium discount under a premium re-
duction plan, whether it is eligible.

(b) For all subsequent reinsurance
years, RMA will notify the approved
insurance provider at the same time it
approves the Plan of Operations wheth-
er it is eligible.

(c) An approved insurance provider
may be determined to be eligible for
the opportunity to offer a premium dis-
count under the premium reduction
plan if, in the sole determination of
RMA, all of the following criteria are
met:

(1) All information required in
§400.716 is included in the request for
the opportunity to offer a premium dis-
count under the premium reduction
plan;

(2) The marketing plan is designed to
be effective at reaching all producers
in the State, especially small pro-
ducers, limited resource farmers as de-
fined in section 1 of the Basic Provi-
sions in 7 CFR 457.8, women and minor-
ity producers;

(3) The implementation of any activi-
ties to enable the approved insurance
provider to pay a premium discount
does not impede the approved insur-
ance provider’s ability to comply with
all requirements of the approved proce-
dures, law, and regulation;

(4) There must be a reasonable assur-
ance that producers, especially small
producers, limited resource farmers as
defined in section 1 of the Basic Provi-
sions in 7 CFR 457.8, women and minor-
ity producers, insured by the approved
insurance provider will not experience
a reduction in service;

(5) The insurance provider can dem-
onstrate that it is operationally and fi-
nancially capable and ready to serve,
all producers in that State; and

(6) The approved insurance provider’s
resources, procedures, and internal
controls are adequate to provide a pre-
mium discount under the premium re-
duction plan, make approved premium
discount payments in a timely manner,
prevent unfair discrimination, and
comply with all applicable laws, regu-
lations and approved procedures.

(d) If the approved insurance provider
is determined by RMA to be eligible for
the opportunity to provide a premium
discount under the premium reduction



